
COUNTY OF LOS ANGELES
DEPARTM ENT OF AUDITOR.CONTROLLER

KENNETH HAHN HALL OF ADMINISTRATION
5OO WEST TEMPLE STREET, ROOM 525
LOS ANGELES, CALIFORNIA 9OO1 2.3873

PHONE: (213) 974-8301 FAX: (213) 626-5427

JOHN NAIMO
AUDITOR-CONTROLLER

TO

July 14,2015

Supervisor Michael D. Antonovich, Mayor
Supervisor Hilda L. Solis
Supervisor Mark Ridley-Thomas
Supervisor Sheila Kuehl
Supervisor Don

FROM: John Naimo
l'\^^-,*'

Audito ler

SUBJECT: OLDTIMERS FOUNDATION - A COMMUNITY AND SENIOR SERVICES
AREA AGENCY ON AGING PROGRAM SERVICE PROVIDER
CONTRACT COMPLIANCE REVIEW

We completed a contract compliance review of Oldtimers Foundation (Oldtimers or
Agency), which included a sample of transactions from Fiscal Years (FY) 2013-14 and
2014-15. Community and Senior Services (CSS) contracts with Oldtimers to operate
the Area Agency on Aging (AAA) Program to provide congregate and home-delivered
meals to older and functionally-impaired adults.

The purpose of our review was to determine whether Oldtimers provided the services
outlined in their County contract, and appropriately spent CSS Program funds. We also
evaluated the adequacy of the Agency's financial records, internal controls, and
compliance with their contract and other applicable guidelines.

CSS paid Oldtimers approximately $2.3 million during FY 2013-14 and approximately
$1.9 million from July 2014 to May 2015 on a fee-for-service basis. The Agency
provides services in the First Supervisorial District.

Results of Review

Oldtimers did not maintain sufficient working capital to meet their day-to-day financial
obligations, and their independent auditors noted in the Agency's Single Audit report
concerns about the Agency's financial viability. ln addition, Oldtimers did not always
comply with their County contract requirements. For example, we noted:

Help Conserve Paper - Print Double-Srded
"To Enrich Lives Through Effective and Caring Service"



Board of Supervisors
July 14,2015
Page 2

a

o

a

o

o

The independent auditors reported a going concern audit opinion for the periods
ended June 30, 2013 and June 30, 2014. ln addition, the audited financial
statements reported negative net assets of $1,380,892 and $1,556,475, and
operating losses of $443,389 and $175,583 for the periods ended June 30,2013
and June 30,2014, respectively.

Oldtimers reported approximately $1.3 million in accounts payable, of which
$130,948 related to the AAA Program and had been outstanding for more than 60
days, as of April 30, 2015. Oldtimers' accounts payable also included approximately
$803,000 in loans payable to an affiliated entity. However, Oldtimers did not provide
loan agreements to support the reported loans.

Oldtimers attached response indicated that they have written off aged accounts
payable loans forgiven from their sisfer company and a former Chief Executive
Officer, and other payables.

Oldtimers did not reserve sufficient cash on hand to operate the AAA Program for 30
days, as required by their County contract. As of December 31,2014, their average
monthly AAA Program expenditures were $234,051. However, Oldtimers' bank
balance was $38,417 and their book cash balance was $150.

Oldtimers' attached response indícates that they are continuing to improve their
financial condition by reducing their accounts payable, promoting their fundraising
efforts, and working with their vendors and creditors.

Oldtimers charged $146,605 in expenditures without adequate documentation.

Oldtimers' attached response indicates that they plan to provide additional
documentation to support their expenditures.

Oldtimers did not obtain background clearances for any of the 14 employees
reviewed as required by their County contract.

Oldtimers' attached response indicates that they obtained background clearances
for four employees working for the AAA Program, and plan to obtain background
clearances for the remaining employees.

Oldtimers did not maintain adequate segregation of duties over theír payroll and
personnel functions.

Oldtimers' attached response indicates that they changed their payroll processing
procedures fo sfrengthen their internal controls over payroll and personnel functions.
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Due to Oldtimers' going concern audit opinions noted in the Single Audit reports as of
June 30,2013 and June 30, 2014, and the related financial viability issues noted, CSS
should place the Agency in the County's Contractor Alert Reporting Database (CARD).
According to the CARD Manual, a contractor that has experienced financial,
administrative, programmatic, or legal issues that affect their ability to comply with their
contract requirements should be placed in CARD.

ln addition, Oldtimers needs to submit a formal plan to improve their financial condition,
including how the Agency will maintain sufficient working capital to pay for meals for the
AAA Program. lf Oldtimers' plan to improve their financial condition is not adequate,
CSS should consider terminating their contract with Oldtimers.

Details of our review, along with recommendations for corrective action, are attached

Review of Report

We discussed our report with Oldtimers and CSS. Oldtimers' attached response
(Attachment ll) indicates they generally agree with our findings and recommendations.
Oldtimers also provided the Board of Directors meeting minutes and other supporting
documentation related to the findings noted in this report. We didn't attach the
additional supporting documentation to this report. CSS management will work with
Oldtimers to ensure our recommendations are implemented.

We thank Oldtimers management and staff for their cooperation and assistance during
our review. lf you have any questions please call me, or your staff may contact Don
Chadwick at (213) 253-0301 .

JN:AB:DC:EB:sK

Attachments

c: SachiA. Hamai, lnterim Chief Executive Officer
Cynthia D. Banks, Director, Community and Senior Services
Hugo Enciso, Board President, Oldtimers Foundation
Jose L. Solache, Interim Chief Executive Officer, Oldtimers Foundation
Public lnformation Offíce
Audit Committee



Attachment I

OLDTIMERS FOUNDATION
AREA AGENCY ON AGING PROGRAM

CONTRACT COMPLIANCE REVIEW
FISCAL YEARS 2013.14 AND 2014-15

FINANCIAL VIABILITY

Obiective

Determine whether Oldtimers Foundation (Oldtimers or Agency) maintained sufficient
working capital to provide the services required for the Area Agency on Aging (AAA)
Elderly Nutrition Program.

Verification

We interviewed Agency management, and reviewed their financial records, Síngle Audit
report, and audited financial statements for the periods ended June 30,2013 and June
30,2014.

Results

Oldtimers did not maintain sufficient working capital to meet their day-to-day financial
obligations. Specifically:

Oldtimers' independent audítors reported a going concern audit opinion for the
periods ended June 30, 2013 and June 30,2014. In addition, the audited financial
statements reported negative net assets of $1,380,892 and $1,556,475, and
operating losses of $443,389 and $175,583 for the periods ended June 30,2013
and June 30,2014, respectively.

a

a Oldtimers reported approxímately $t.g million in accounts payable, of which
$130,948 related to the AAA Program and had been outstanding for more than 60
days, as of April 30, 2015. According to Section 8.45 of their County contract, a
contractor is deemed to be insolvent if it has ceased to pay its debts for at least 60
days in the ordinary course of business, or cannot pay its debts as they become
due. Oldtimers' Executive Director and the Board President indicated that recurring
losses in past years impacted their ability to pay bills within the 60-day timeframe.
Oldtimers did not maintain sufficient cash on hand to operate the A/avA Program for
30 days, as required by their County contract. As of December 31, 2014, their
average monthly AAA Program expenditures were $234,051. However, Oldtimers'
bank balance was $38,417 and their book cash balance was $150.

AU DITOR-CONTROLLER
COUNTY OF LOS A'VGELES



Recommendation

Oldtimers Foundation management submit a formal plan to improve
their financial condition, including how the Agency will maintain
sufficient working capital to pay its debts as they become due.

BILLED SERVICES

Obiective

Determine whether Oldtimers maintained documentation to support the services billed
in accordance with their Community and Senior Services' (CSS) contract.

Verification

We reviewed their AAA bill¡ngs for December 2014, and traced the total number of
meals served to supporting documentation. In addition, we interviewed five participants,
who received home-delivered meals, and visited three congregate meal sites.

Results

Oldtimers maintained adequate documentation to support the number of meals served.
ln addition, the five participants interviewed indicated that they received their home-
delivered meals as expected, and the meals were served as scheduled at their meal
sites visited.

Recommendation

None.

CASH/REVENUE

Obiective

Determine whether OldtÍmers properly recorded revenue in their financial records,
deposited cash receipts into their bank accounts timely, and if bank reconciliations were
reviewed and approved by Agency management timely.

Verification

We interviewed Oldtimers personnel, and reviewed their financial records and
December 2O14 bank reconciliations for three bank accounts.

AUDITOR-CONTROLLER
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Results

' Oldtimers properly recorded revenue in their financial records, deposited cash receipts
timely, and bank reconciliations were reviewed and approved by Agency management
timely.

Recommendation

None.

COST ALLOCATION PLAN/EXPE NDITURES

Obiective

Determine whether Oldtimers' Cost Allocation Plan (Plan) complied with their County
contract, and if expenditures charged to the A/avA Program were allowable, properly
documented, and accurately billed.

Verification

We interviewed Agency personnel, and reviewed their Plan and financial records for 25
non-payroll expenditures, totaling $207,349, that the Agency charged to the A/AA
Program from August 2013 through December 2014. Based on the results of our initial
review, we expanded our sample to include additional rent and administrative
expenditures of $120,978 charged from Fiscal Years (FY) 2013-14 and 2014-15. As a
result, we reviewed a total of $328,327 in expenditures.

Results

Oldtimers prepared their Plan in compliance with their County contract. However,
Oldtimers inappropriately charged CSS $146,605 (45%) of the $328,327 reviewed.
S pecifically, Oldtimers:

Charged $135,001 ($88,200 in FY 2013-14 and $46,801 from July 2014 through
December 2014) to the AAA Program for a facility rented from a related party
(Oldtimers Housing Development Corporation (OHDC)) without documentation to
support that the rent expenditures were lower of the actual costs incurred by OHDC
or fair market value. For rent payments made to related parties, Office of
Management Budget Circular A-122 limits related party costs to the related
organization's actual costs of ownership.

o

Allocated $8,984 to the AAA Program for telephone, utilities, and general liability
insurance expenditures, based on unsupported and unequitable allocation
methodologies.

AU DITOR.CONTROLLER
COUNTY OF I-OS ANGELES



a Charged $2,620 to the AAA Program in FY 2013-14 for administrative fees without
adequate documentation. After our review, Oldtimers provided documentation to
support the administrative fees charged to the A/fuA Program.

a Reported $97,872 as in-kind space contributions without adequate documentation.
After our review, Oldtimers provided fair market value analysis of the congregate
meal sites and supported that the fair market value of the donated sites were higher
than what was recorded.

Recommendations

Oldtimers Foundation management:

Provide documentation to support the amount billed for rent and
revise their accounting records/cost report for any related-party rent
payments that exceeded the Iower of actual costs of ownership or fair
market value accordingly.

3. Re-allocate the shared expenditures based on acceptable and
equitable allocation methodologies, and reduce the accounting
records and close-out invoices by over allocated amounts.

4. Ensure that expenditures are supported by adequate documentation.

5. Maintain documentation to support in-kind matching funds.

AD M I N ISTRATIVE CONTRO LS/CONTRACT COM PLIANCE

Obiective

Determine whether the Agency had adequate internal controls over their business
operations. ln addition, determine whether the Agency was in compliance with their
County contract and other guideline requirements.

Verification

We interviewed Agency personnel, revíewed their policies and procedures manuals,
and conducted on-site visits.

Results

Oldtimers maintained the appropriate policies and procedures covering their contract's
administrative requirements. However, the Agency did not maintain sufficient internal
controls to appropriately safeguard the funding they received from CSS. Specifically:

AU DITOR-CONTROLLER
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o Oldtimers' accounts payable aging report as of April 2015 reported several
intercompany money transfers with OHDC. Oldtimers management indicated that
the money transfers were intercompany loans made by the former Chief Executive
Officer. Oldtimers did not provide adequate documentation to support the loans.
The accounts payable report had loans payable to OHDC totaling $803,030, and
Oldtimers did not provide support for the amount.

AU DITOR.CONTROLLER

a Oldtimers did not maintain adequate segregation of duties over their payroll and
personnel functions. Specifically, Oldtimers' Office Manager recorded all payroll
transactions, had unrestricted access to their payroll systems and personnel files,
and distributed paychecks to employees.

Recommendations

Oldtimers Foundation management:

Ensure adequate documentation is maintained to support the money
transfers with Oldtimers Housing Development Corporation.

Establish and maintain adequate internal controls and segregation of
duties over their payroll and personnel functions.

PAYROLL AND PERSONNEL

Obiective

Determine whether Oldtimers appropriately charged payroll costs to the AAA Program
in accordance with their County contract. ln addition, determine whether the Agency
maintained personnel files and obtained background clearances as required.

Verification

We compared the payroll costs for 14 employees, totaling $29,781 for December 2014,
to the Agency's payroll records and time reports. We also interviewed staff and
reviewed their personnel files.

Results

Oldtimers appropriately charged payroll expendítures to the A/AA Program. However,
the Agency did not maintain required documentation in personnel files. Specifically,
Oldtimers did not:

Obtain background clearances for any of the 14 employees reviewed, as required by
Section 7.4 of their County contract.

6

7

a
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a Document performance evaluations for five (36%) of the 14 employees in their
personnelfiles.

Monitor employees benefit time. Specifically, Oldtimers paid one employee
unearned vacation hours. The employee's vacation ending balance was negative 89
hours on December 31 ,2014.

Recommendations

Oldtimers Foundation management:

8. Obtain background clearances for all employees who come in contact
with the Area Agency on Aging Program clients as required.

9. Maintain all required documentation in personnel files, including
performance evaluations.

10. Ensure paid time off is earned and balances are appropriately reduced.

CLOSE.OUT REPORT

Obiective

Determine whether Oldtimers' FY 2013-14 Close-out Report for the AAA Program
reconciled to their financial records.

Verification

We compared the Agency's FY 2013-14 Close-out Report to their financial records.

Results

Oldtimers' FY 2013-14 Close-out Report reconciled to their financial records.

Recommendation

None.

AU DITOR-CONTROLLER
COUNTY OF LOS A'VGELES
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June 4, 2015

Mr. John Nalmo
Auditor-Controlle r
COUNTY OF tOS ANGELES

DEPARTMENT OF AUDITOR-CONTROLLER

Kenneth Hahn Hall of Admínístration
500 West Temple Street, Room 525

Los Angeles, CA 90012-3873

SUBJECT: STEELWORKERS OTDTIMERS FOUNDATION - A COMMUNIW AND
SENIOR SERVICES AREA AGENCY ON AGING PROGRAM SERVICE

PROVIDER - CONTRACT COMPLIANCE REVIEW

Dear Mr. Naimo

This memorandum is in re6ards to letter dated May 8, 2015 outlining the results along with
recommendations for corrective action on the Compliance Rev¡ew conducted January 2015

On behalf of our Board of Directors, the following response was approved by the Board of Directors on
June 3, 2015. We believe it is imperative that we start our reply with some background and conteff that
will help outline why the county found the specific findings with the audit performed. ln Qctober of
2Q14, our CEO of 4 yeart and before becoming CEO, our Chief Operat¡ng Officer for 3 years, resigned
from her position, after runn¡ng the operations for 7 years. rut.Iserved as the cEO for the
Oldtimers Foundation (OTF), Oldtimers Housing Development Corpo n IOHDCì. Hrntinston Pa

Community Housing Development Corporation (HP CHDO) and the Chino Community Housing

Development Corporation (Chino CHDO). She essentially ran all 4 entitíes simultaneously and that was
howherpredecessoralsooperatedforover20yearsinthatpost. Oldtimers,forthetermofour
relationshíp with LA County and this nutrition program, has operated in this fashion wíth shared staff
and resources with sister organizations.

Before her resignation, the Board of Directors for Oldtimers Foundation (who have less than 2 years

serving in thÍs capacity because of a major turnover) began to demand more transparency and
accountabif ity from Ms. I They had financia I inquiries, evaluation of seruices, more meetings, etc.
It is believed that this more aggressive board, demanding more of wls.I caused her to resign from
the post. After her resignation, all changed. The boards forOldtimers Foundation and OHDC each

decided it was better to part ways and operate independently. Our board of directors felt that they had
er f iefãnil-

felt that ít míght possÍbly be because of the multiple roles she had to manage and so they decíded it
would best to have a dedicated CEO. Oldtimers Foundation board named me their lnterím CE O, and the

Steelwokeß Oldt¡mets Founddtion - Response to Contact Complìoûce Review
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board for OHDC decided to hire our former COo. Jhad the knowledge of the work
of OHDCandseemedtheeasiesttof¡ttheorganizationandavoidanyinterruptioninservices. The

CHDO organizations however maintained as their CEO and have continued to do so. As

Interim CEO of Oldtimers Foundation I have no involvement with any matters that relate to the other 3

organizations, and our relationshíp with OHDC is now one stríctly of landlord and tenant.
ln our time as sister organizatíons, as CEO of all entities provided loans from one
organizat¡on to another. She used this as a stop gap rneasure because the operations were not
operating efficiently and there were defÍcits on a monthly basis. That was uncovered a few weeks into
rny role as lnterim CEO. Since ltook over, there have been no loans from any other organizatíon and we
havebeenoperatingwithínourmeans. Wehavecut3ofourtransportationcontractsthatwerecausing
that monthly loss, we have streamlined some of our operations to ensure maximum efficiency on all
levels, we have inquired into loan forgiveness from the organizations, and in order to help us balance
back to solvency, we have developed an aggressíve fundraising and fund development program to re-
engage our supporters and donor base so that we can generate the resources we need to be in full
contract compliance.

My role as lnterÍm CEO has been a challenging one from the start, but it is my continued commitment to
help right this shÍp and leave it in a place where a permanent CEO can come in and help lead the
organizatÍontoÍtsnextphase,whereitcanre-brand,re-establish,andgrow. WebelievethatífgÍven
the opportunity, we can fix the chaos that was created by years of mismanagement and lack of
operational skills. Our organization has been providing meals to our seniors for decades. We have
established long lasting relationships with our joínt constituents and I know that we make a difference in
the lives of those we serve. The organization stafted on this path of service 50 years ago and I believe
that we can continue to do so for another 50, if gÍven the opportunity.

Below are our responses to the audit findings :

FINANCIAL VIABIT¡TY

Og¡ecnv¡
Determine whether Steelworkers Oldt¡mers Foundation maintained sufficient workíng capital to provide
required seruices for the Area Agency on Agíng (AAA) Elderly Nutrition Program (ENP) Program,

REsurrs

Oldtimers did not maintain sufficient workíng capltal to meet theír day-to-day financial oblÍgations.

Rucolvlru¡ruoATtoNs

7. Steelworkers Oldtimers FoundatÍon management submit a formal plan to improve the¡r financial
condition, including how the Agency will maintain suffÍcient working capital to pay its debts as they
become due.

Respgruse

PTANS TO IMPROVE FINANCIAL CONDITION
We have already begun to develop and execute tactics that will help improve our financial condition. We

---antlcipate-that-ilexecuted-corr-ectly,-thes.¿tactics coulilhelp-o!r organ izatinn hcrnma h¡an+ in q Ã-ô

month timeline, and immediately addresses some of the County's concerns. We understand the
língering concern; having sufficient capítal to pay bills, and that will be addressed below, but we do want

Steelworkers Oldtìmers Foundation - Response to Contrcct Compliønce ßeview
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to state that for the last 7 months, we have been operating efficiently, paying our vendors (within 5G
day terms), and living within our means. Yes, we do not have the reserves as required per contract, but
we have continued to serve our seniors, and plan to continue to do so with the support from the
County.

Below are our plans to improve our financial condition

A. LOAN FORGIVENESS IN THE GENERAL FUND ACCOUNT

We have the following old payables ín our books that have been written off and no longer
showing in our aging, as approved by our board of directors:

HP CHDO s 803,030
This was one of the loans that was given to the organization by a sister organizat¡on, but it
has been confirmed that we can write off this debt. A letter was received from
currently stíll the CEO of HP CHDO dated December L, 2OL4 confirming their intention to
forgive and write-offthe outstanding payable account and transition any remaining assets

held by the corporation over to the Foundation if there will be any, Currently, they are in the
process of winding down the business and dissolving the corporation as a whole. We
understand the complexity of the situation having our former CEO, writing off a debt that
she herself created while servíng our organization. As stated earlier, she remaÍns the CEO of
that organization and as such, has provided us the attached letter with the organizations full
intent to write off the loan, and our board took action and has removed that from our
books. Please refer to attached letter (Attachment 7 and Board of D¡rectors MinutesJ.

a

a S68,310
Mr.fwas our former CEO and upon his departure, after decades of serving the
organization in this capacity, there was some outstanding monies owed. lt has been
brought to our attention by our lawyer,J that Mr.-has shared his commitment
to sígn a letter of forgiveness for the full amount of $68,310. A letter was received by our
attorney, but was sent back for additional edits to ensure it encompassed all of our
necessities. Our board of directors understands that thís debt will be forgiven and because
ofthat has been removed from our aging per a board's approval (pleose referto Board of
Diredors Mínutes),

a

a

lntercompany Payables 404,L96
Part of the S1.4 million in payables that reside in our generalfund account are ¡ntercompany
ítems which have been approved for write<ff by the Board of Directors (please reÍer to
Board of Directors M¡nutes).

OtherVendors 529,366
Other vendor accounts totaling 529,366 have also been approved for write-off by the Board.

Steelwotkers Oldümers Foundot¡ot - Response to Controct Compl¡once Review
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B. DEFERRAL PLAN WITH OHDC IV SZS1,qTZ

After securing the support from HP CHDO to write offtheir loan, we engaged CEO

of OHDC and asked if it was possible for OHDC to forgive the loan amounts as well. There was a

rneeting with his board of directors and they denied our request. Oldtimers relationship with
OHDC is not a cordial one at this moment and appears to be more of a bad divorce with boards

clashing on multiple issues. Mr,lexpressed his concern in regards to our support and what
did occur is that the board directed Vtr.Jto provide us with a letter stating that ODHC was

giving us a foan deferralforthetotalamountof $353,412 untilJune 30,2016. This would allow
us to continue serving the program without worry of this debt until our contract expiration date.
(Pleøse refet to Attochment 2 for copy of the letterl.

C. FUNDRAISING

One of the areas where we can do better, and will become more aggressive is with our
fundraising. We have already begun the process of engaging supporters, past donors, and even

identifying new supporters, that believe in the work of the organization, its history of servicing
these communities, and believe in the overall missíon. With that said we are proceeding with
the following prímary activities to help generate additional resources for the organízation:

a Power of the People Campaign S 20,000
We have already begun this effort where we have sought the support of our friends and
families to help support the organization, the strategy was to identifi¡ 1000 people that can
help by contr¡but¡ng 5100 each, in hopes of helping us raise a total of $100,000. The goal

was lofty, considering the targets, but the idea was spot on. We have begun to see the
support and believe we can hít the amount ÍndÍcated.

a Casino Night (Premier Fundraising Event) S SO,OO0

This is by far the most popular event that the organizatÍon has ever had, in regards to
participation and financial support. We are in the process of organizing this event, possibly

for July, last year this even generated over 530,000 and we expect to have a similar turnout
this year.

a Corporate Supporters $250,000
Through the relationship with one of our consultants, we have ídentified some potential
coroorate donors/suooorters that believe in the rnission and hístorv of the orpanization.
We are currently developing that target list and creat¡ng the materials needed to make

initial contact and eventually secure the¡r support, Some of these targets míght be engaged
for the Casino níght, and it could mean that we increase our expected revenue for the
event, thru these eftorts, but we are planníng on securíng the support of various ent¡t¡es
that both servíce our same communíties or have mutual interest.

Totalin Fundraising s300,000

Steelworkers Oldt¡rners Foundot¡on - Response to Controct Complionce Review
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D, OTHER PLANS

ln addition to items mentioned above, we will also embark on some other strategies to ensure
sustalnability and no interruption in services:

a Vendor Outreach
We plan to meet with every one of our vendors to discuss our situation and be transparent
in regards to our fínances and cash flow. Though this might seem to be counterintuitive and

might cause panic with vendors or worse, their cancelation of sewices, we believe that
having this dialogue will be helpful, lt was brought to our attention by county staff that they
have begun to receive phone calls from vendors. We know that we have not been paying

our vendors on time. We are running 60 maybe 90 days w¡th some. As stated earlier, thls
organizat¡on was mismanaged by our former CEO, and since her departure, staff and I have

worked diligently to líve within means and pay all bills. Sirnilar conversations have already
been had with vendors in our other program, and the results were favorable. Being open,
honest and transparent, we belíeve, is the ríght direction wíth vendors that are owed
money-

a Vendor Terms

We will also be discussing our terms with these vendors. Since we already have delayed
payments with some, we rather talk to them honestly, and inquire äs to a change in our
bílling terms, setting us up with Net90. We completely understand that according to county
contract, we are obligated to make payments wíthin 30 days. lf our fundraising strategy
results in success, change in terms won't matter if we have the cash flow needed to cover all
payments. Consídering we are late already, we rather discuss changÍng terms and make
payments within the stipulated and agreed upon terrns.

As you can see in the spreadsheet below, wíth our Nutrit¡on vendors, we are paying them
within the 90 days, as of this agíng, current as of 5l3L/L5, shows items that we have
ordered but have yet to pay, but will make payment to them and reduce the amounts seen
now.

Steelworkers Oldtimers Foundotion - Response to Contract Complionce Revlew
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AGTNG AS OF MAY 31, 2015 (HIGH BATANCE ACCOUNTSI

Excluding Deferral & lntercompanv

5 1,246

5 8,77s
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5 11,331

s 6,ses

Totel Curent 30 davs 60 days 90 days 120 days

GENERAT FUND

Socal Edison S

Menchaca & Co LLP S

Nigro & Nigro $

Non Profits United S

OHDCofChino S

Quesada, Wong & Asso. S

Law Offices of Vera & Barbosa $

12,579

6,s95

8,775

84,367

10s,000

36,000

9,735 S s,087

S 22,195

s 105,000

S 36,000

S q,aqt

s 263 s 37 990 $ 90 $ 18s,770

tA NUTRITION

Alta Dena

Langlois Fancy Frozen Foods

Li sto Produce, I nc.

lvleals on Wheels West

Newport Fa rms

Oldtimers Hous i ng Devt Corp

Trade Supplies

!A TRANSPORTATION

OHDCofChino

City of Hunti ngton Pa rk

S 3,605

s 4,857

$ z,sge s 4,150 5 0Oz

5 7,243 S 6,709

5 ss,443 5 22,s3s

s 7,802 s 7,80s

$ s,4s8 S 4,731

5 230,312 $ 45,7s9 5 62,062 $ 80,106 $ 42,386 5

s 1s,000

S s,soo

S r,oos

S 4,867

s 7,660

s 20.979

5 757,367

S 23,40e

S tz,+zs

5 7,028

S 30,2s8 49,126$

s

s

7,802

2,236

s 15,ooo

s s,366

a

Sunrise Auto Center s 1e,703 $ 1,2s6 $ 1,7s8 $ 4,632 s 12,058

s 40,070 5 s 1,2s6 s r,ZSe s 4,632 s 32,424

GRAND TOTAT 5 sca,tf2 $ 4s,759 5 63,318 g u9,854 I 86,307 S 218,194

New Vendors (5% potential decrease) $42,OOO
We have already begun to review our procurement processes to ensure maxÍmum efficiency
in the program. We have identified a few areas in which we can save by utilizing new
vendors. Those meetings are takíng place already and we hope to become more efficient in
our purchases. ln addition, we have already identified and secured new vendors, just in
case we encounter any issues wíth our current vendors. The county expressed concern
about our raw food vendor, consider¡ng they are the most crucial to keep providing services,
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and we have now secured another vendor that we can use, in case anything was to occur

with our current vendor. The new vendor understands our fiscal situation and is willing to
work with us, allowing us to have Net90 terms and guaranteeing us no stoppage in service,

in addition to providing us with a 5% savings on all of our raw food purchase. lf we look at

that 5%, we would be saving an expected 542,000 per year, just with this 1 vendor. lt
should also be noted that during our procurement, we make sure that we not only provide

food on a plate, and purchase from any vendors, We are utilizíng vendors that can provide

us the more fresh of product, to ensure quality for our seniors,

a Removal of Transportation Programs/Selling of Assets S5O,000
As of the date of this memo, we no longer provide transportation services for 3 entities. We

cuttieswith cities thatwe have been servingfor decades, because of the importance of our
nutrition services program. We know that nutrition is our forte, we provide a great service

and product that has pleased tens of thousands of seniors over its lifetíme. With that said,

we cut ties with these munÌcipal entities and programs that were not efficient and the result
is operatíonal savingt but more importantly, potential assets that we can liquidate. We
plan to review lists of all expendable assets and try and secure faír market value for them.
More specifically we have vehícles that we own, in addition to old "graveyard" fleet that we
can sell and junk and utilize any income generated to help the sustainability of our nutrition
program and pay down debt. We will be reviewing these assets and securing lien releases

this month to begin the auction process, All of these assets are from our transportation
programs.

a Monthly Monitoring
We want to be transparent with the county and we want to show you that we are being
diligent with the program and the funding we receÍve. We would like to recommend that
we do monthly check ins where we can show you our agíng, budget forecasts, scheduled
payments, etc,, so that you can note that we are paying our bills and executing this contract
as efficiently as possible, considering the circumstances.

o Board/Governance Development
As part of our efforts to better our situation and live within the parameters of contractual
obligations, our board of directors is going to engage in a board development effort to

-ereate+t-arget-lisÈsÊætential-newmember+an*enga6e-i+recruitment-Jheywill-be------
looking to identify additional members that have specific skillsets or qualitíes that can help
in the fund development efforts of the organization, but more importantly, individuals that
truly believe in the mission and want to help the organization with its next phase. The

current board have been serving in this capacity between 2-3years, and truly have not been
part of past issues, and they want to diversify the base of those that serve wlth them. ln
addition, they want to create a specialized committee that will strictly focus on fundraísing,
corporate targeting and partnerships, and developing strategies that can help with the
organízations long term sustainability.

Steelworkers Oldtimers Foundot¡on - Response to Controct Complionce Raniew



Attachment ll
Page 8 of 15

Recap:
We understand the county's concern in regards to our financial stability. We feel we have a plan

in play that will not only help address what the county has requested, but also our long term

sustainability. As previously mentioned, the last 7 months, we have made it work and we have

continued to provide the same except¡onal services to our seniors, and paying our bills. We

believe in our plan and hope that you allow us the opportunity to execute it fully.

Below is the recap of financial plans that will help eliminate negative net assets of $f .S million a

as of June 30,2OI4 as well as the long outstanding overdue accounts ín the AP Aging amounting

to over S1.4 m¡llíon r

Oldtimers Found¿tion

Recap of Financial Plans

GEN FUND LA TRANSP tA NUTRITION TOTAT

POTENTIAL WRITE-OFF

Huntington Park CHDO

O.F. tA Meals

O.F. General Fund

Albright Yee

Purltan Bakery

S ub-tota I

FUNDRAISING

Power of the People Campaign

Casino Night

Corporate Supporters

s 907,0s8 $ 3s7,81s $

s

$

s
?

5

$

5

5

)

)
s

s

5

s

794,030 s

68,310

35,300

9,000

368,896

19,9 19

803,030

68,310

35,300

368,896

22,166

7,20Q

2,247

7,200

S 1,304,903

s

s

$

20,000

30,000

2s0,000

5 zo,ooo

$ 3o,ooo

$ 2so,ooo

Sub-total

9THER PTANS

New Vendors

Selling of Transportat¡on Assets

S ub-tota I

s 300,000 $ $ $ 300,000

s 42,000 s

$

42,000

50,000s 50,000

$ s 50,000 s 42,000 3 92,000

GRAND TOÏAL s 1,207,0E8 s 447,815 5 42,00O S 1,696,903
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ADMINISTRATIVE AND CONTRACT COMPLIANCE

OÞJEcnvE

Determine whether the Agency had adequate internal controls over their business operations, ln
addition, determine whether the Agency was in complíance with the County contract and other
guidelines requirements.

Resulrs
Oldtimers maintaÍned the requíred policies and procedures. However, the Agency co-mingled their
operat¡on wíth a related organization, Oldtimers Housing Development Corporation (OHDC).

Recoruuen¡oATroNs

Steelworkers Oldtimers Foundation management

L. Ensure that their operation is not co-rningled wÍth their related organízations, and maintaln
adequate documentat¡on to support their operating expenditures.

2. Establish and maintain adequate internal controls and segregation of duties over their payroll and
personnel functions.

Rssponse

1. As previously mentioned, the Oldtimers Foundation worked hand in hand with its sister organization
OHDC for decades, sharing CEO and staff. As of October of 20L4, that relationship no longer exists

and both organizations are being managed by their own CEO and staff. The separation took some

time to execute and there were some lingeríng items that were found at the time of this review, but
those items have been addressed and no longer an issue.

2. The sarne segregation was also done to accounts that was shared before by the two organizations,
specifically the worker's compensation policy and auto insurance policy (Attøchment 3).

The three employees who render services to both organizations are now assigned to just one
organization. ln add¡t¡on, internal control was put in place for the payroll processing by requesting
our oavroll (PavChex) to chanee the access ofthe Office Managersuch that she does not
have access to subm¡t the payroll. We actually requested PayChex, to remove the access of the
OffÍce Manager who processes the payroll in changing the employee rate, adding and removing
employees. However, PayChex has a system limitation such that they cannot remove that access,

otherwise, the Office Manager will not be allowed to have access as well in the payroll processing

The work-around solution done is to give the Office Manager full access to all the modules except
SUBMITTING the payroll. The function of submitting the payroll to PayChex was assigned to the
CFO by the lnterim CEO. The "lnformation Change Report" is available for review. This report will
show all changes made by the Payroll Processor which needs to be verified before submitting the
payroll. Only the CFO has the access to submit the payroll after it was reviewed by the CEO/CFO.

(Please refer to e-mail from Paychex dated May 5, 2015 for Access Changed for
- Attochment 41.

PayChex is currently looking at how Oldtimers Foundation can be migrated to a higher platform
which will províde more controls.
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EXPENDTTU RF/COST ATLOCATION prAN

Ou¡crve
Determine whether Oldtimers' Cost Allocation Plan (Plan) complied with their County contract, and if
expendítures charged to the AAA Program were allowable, properly documented, and accurately billed

RESUtIS

Oldtimers prepared their Plan in compliance with their County contract. However, Oldtimers charged

5146,605 in questíoned costs.

Recorvrrue¡¡oATroNs

1. Provide documentation to support the amount billed for rent and revise their account records/cost
report for any related-party rent payments that exceeded the lower of actual costs of ownership or
fair rnarket value accordingly.

2. Re-allocate the shared program expenditures based on acceptable and equitable allocation
methodologie$ and reduce the accounting records and close-out invoices by over allocated
amounts.

3. Províde documentation to support the 52,620 charged in Fiscal Year 2013-14, and reduce the
accounting records and close-out invoices by unsupported amount.

4. Ensure that program expenditures are supported by adequate documentation.

5. Maintain documentation to support in-kind matching funds.

RESPONSE

1, The rent charged te fu{A was done by calculating the actual measurement in square footage of areas
beÍng utilized by the AAA Program which adds up to 7,800 sq. ft. Based on the fair market value
within the area, the lowest price was S1.OO per square foot and that was used as our multiplying
factor to determine our monthly rent of $7,800.

------EHDeãCknowlerfgeilth.fE[-ountyilrer¡ue5tiñ-g dffirlq¡st to maintaintlre -- -
building and provide all supporting documents. OHDC mentioned to us that they would like to
request an extension to the County to províde the information needed because they need to revisit
those costs because according to them, some relevant ítems were not included in the first
submission. Also, theír accountant ís currently out of the country and will not be back until June
8th. They have shared w¡th us that they expect to complete and submit all required documents on

or before june 1.2, 2015.

2. For the utilities, a revísed methodology was used to allocate the utilities equitably which is based on
actual usage and size of each and every area within the buílding. There is a need to revisit the
calculation every year or each time there are changes or movements withín the building for accurate
allocation. Re-allocation was already completed and the books were adjusted to reflect revised

shared costs. fPleose refer to Attochment 5)
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General liabilíty insurance was allocated based on gross revenue. This ís how our broker determines
the annual premium, based on total organization gross revenue * Carrier agreed rate / 1000. For

this reason, we decided to also allocate the premium based on each program's gross revenue. lf
each of the programs would get íts own policy separately, we expect to come up with the same

amount of premium per program . (Please refer þ Attachment 6),

Below is the comparison of premiums showíng allocation based on gross revenues and calculation
using each program's direct premiums had insurance been purchased separately per program.
lnformation were provided by our former insurance broker.

Formula for calculating premium = Gross revenue * carrier rate / 1000

Annual premium = 55,794,48L* Sl2 I 1000 = $69,S¡+

Corn if Allocated based on Gross Revenue Vs. Direct rn

For Fiscal 20t3 - 2014, the MA Program or LA Nutrition of the Oldtimers Foundatlon totalgeneral
liability insurance amounted to 541,853. The difference between the actual calculation as shown in

the schedule above of 541,538 is due to the broker rounding up the coverage to an even
S6.000.000 instead the actual sross revenues of 55,794,48 1. This standard practice by our broker

Allocated
GrossRevenue %of Allocation Annual Premiqm lf Calculated PerProsram An¡u¡lPremium

1.s7% 5 5,262 (S4:!8,s16+S12/10001 5 S,Z6Z 5

s9.74% 5 4L,538 [S3,461,4e1rS12/1000) 5 ¿r,S¡A S

3L,44o/o $ 21,863 (51,821,909rS12/1000) S Zr,aAt 5

)
$

s

s

s

s

s
100.0096 S 69,534

69,534

L2

1,000

s s,794,481

Per

nnual Premium

Rate

87r72,565

N utrition
Transportation

Meals

P¡oEfem

Fund 438,516

3,46t,49r
1,821,909

L25% 5 87t (72,s6s 4 s12l 1000)

resulted Ín a higher allocated cost to LA Nutrition in the amount of $315 for the full fìscal year of
2073-20L4.
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3. Total of S2,620 administrative fees were charged to the AAA Program broken down as follows

LA NUTRITION

ADMINISTRANVE FEE

WISEAND HEATTHY AGING

MEATS ON WHEEI.S

JUTY 2013 AUG 2OT3 TOTAL

$ se8

Attachment ll
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2,O47

579

Wise & Healthy Aging

Meals on Wheels West

TOTAL ADMIN EXPENSE

ACTUAT ADMIN COSTS. GEN FUND

SAI.ARIES

PAYROLL TAX

I NSURANCE . WO RKER'S COM P

INSURANCE - GENERAL LIABILITY

STAFF TRAINING

TEIEP HO NE

RENT

UTILITI ES

TOTAL ADMIN COST5

MULTIPLY WITH % OF COST AttOCATED

BASED ON T¡ME SPENT

Wise and Healthy Aging

Meals on Wheels West

$

s

1,043 $

s7e s

s ssss 1,627 s 2,620

s

)
þ

c

s

s
(

s

$

)
s

$

s

Þ

s

7,536

740

s30

3,45 3

5,749 s

s37 s

s44 s

3,423 5

16s s

486 s

1,800 s

6,015 5

13,2I5

1,278

r,074

6,876

1.6 5

916

3,600

L2,043

437

L,800

6,027

S 20,516 $ tg,zzo $ 39,239

5o/o 5%

s%

to%

5%

5% L0% t5%

TOTALACTUATADMIN FEE

(Total Admin Cost * % of allocation)
$ 1,026 5 t,8t2 $ 2,898

DTFFERENCE. OVER / (UNDER) CHARGE s (28) 5 (2sll s (2781

Actual administrative cost was calculated and showed at $2,898 which is higher than what was

originally charged to the AAA Program in the amount of $2,620.
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4. We have noted and will ensure that all program expenditures will be supported by adequate
documentation. This will be strictly complied with.

5. Our Director for AAA Program went to every site in our program to personally measure the actual
square footage and researched the current fair market value within each separate area. The results
showed the understatement of charges to in-kind matching funds by S1L,903.21 per month or
S142,838.57 per year. An adjustment to reflect the correct amount was already booked effective
July 2014 to March 2015. Please refer to attached supporting documentatìons (Anochment 7).

OTDTIMERS FOUNDATION

tA NTÍTRMON

IN-KIND SPACE

MEASUREMENTS & FMV

rocAnoN

1) MAYWOOD

2)WTLLOWBROOK

3) S0UTH GATE

4) EAST RANCHO

5) ST.TTMOTHY

6) DOLI-ARHtDE

7) FLORENCE/FIRESTONE

8) CUDAHY

9) BELL

10) ALONDRA/NORWALK

1 1) SAN ANTO NrO/NORWALK

121 ARTESIA

FMV / SO FTl YR

5 rr.ss
$ 11,00

5 r z.oo

5 rz.oo

S r z.oo

s 12.0 0

S re.oo

S r z,oo

$ 12.oo

s 8.10

S s.ro

s 12.00

ANNUA.T RENTAL

S 3z,gse.sz

$ zs,rsz.oo

5 ¡o,ozz.oo

5 rz,¿¡z.oo

S ro,oao.oo

S ¡g,eqo,oo

5 ¿r,soq,oo

5 q¿,ozs,oo

5 sz,692.oo

S tz.r¿¿.oo

S +e,szo,oo

5 ¡o,ooo.oo

MONTHTY RENTAT

S 2,740.11

S z,¡qg.so

S 2,55e .oo

$ 1,036.00

$ sgo.oo

$ 3,zzo.oo

S 3,492.00

S l,eos.oo

$ t,agr.oo

S r,o rz,oo

S 4,048.00

S 2,5oo.oo

SQ, FT

2743

2562

2556

1036

890

3220

2328

3669

439L

15 00

6000

2500

SHOULD BE IN.KIND PER MONTH

RECORDED AS

ADJUSTED IN THE BOOKS

5 ¡gz,g¡a.sz s ¡r,sog,zr

$ 240,000.00 s zo,ooo.oo

S 142,938.57 S 11,903.21
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After adjustÍng the in-kind space, the general ledger is now showíng total amount of 5345,298.59 for C1

broken down as follows :

lN-KtND VOLUNTEERS AND SPACE - Cl(CONGRE6ATE)

JU LY 2014. MARCH 3I,2OIS

VOI.UNTEERS SPACE

TOTAT

IN-K¡ND

V
2074

JULY

AUGUST

SEPTEMBER

OCTOBER

NOVEMBER

DECEMBER

s
2075

JAN UARY

FEBRUARY

MARCH

$

s

s

s

5

s

8,449

2,L83

8,199

8,463

6,233

6,507

5,193

6,426

6,518

$ ¡t,go¡
5 at,go¡

$ gt,go¡

s 31,903

S gr,go¡

s 31,903

$ 31,903

s 31,903

S gt,go3

rrc,352

34,086

40,102

40,366

38,136

38,41.0

37,096

38,329

38,421

s

s

s
(
(

s

s

s

s

s

s

s

$

s

PAYROII AND PERSONNEL

Determine whether Oldtimers appropriately charged payroll costs to the AAA Program, and maintained
personnel files as required.

REsULls

Oldtimers appropriately charged payroll expendítures to the AAA Program. However, the Agency did

not maintain required documentation in personnelfiles.

ReCOfUpl¡trloATtONs

1. Obtain background clearances for all employees who come in contact with the AAA clíents as

requíred.

2. Maintain all required documentation in personnel files, including performance evaluations.

3. Ensure paid time off is earned and balances appropriately reduced,

70TOTAL $ g¿s,zggs 729
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Re$Jglt¡s¡

It should be noted that the Oldtimers Foundation currently does not have a Human Resources Manager
or dedícated staff to manage HR matters. This function is currently being handled by our Office
Manager along with our CFO and f nterim CEO as a shared role. Considering the budget realities of the
organization, it is considered best that roles continue as is and no hire be made,

L. We immediately executed background checks on the employees with direct contact to AAA clients
as requested by county staff. We still have some administrative employees that need background
checks, such as lnterim CEO, Office Manager and others, who are being done this week. Those

employees already checked were:

¡ Site Manager
r Site Manager
o Home Delivered Meal Driver
r Home Delivered MealDriver

+Nomes not put on report purposely

These four employees were subjected to a thorough background check and the reports show that
they are clear of any negative marks on their records. (Pleose reler to Attøchment 8),

2. We have noted that all personnel fìles and required documentation, including performance

evaluations must be maintained in each employee's 2015 files. This will be strictly complied with

3. Ernployees' paid tíme off are earned every pay period which is bi-monthly and balances are
approprlately managed fn accordance wlth the Employee Handbook.

Please feel free to contact us at e-mail ilsolache@oldtimers.ore or at phone no, 323-582-6090 should
you have further clarifications. Thank you.

t. sotAcHE
lnterim CEO

Attachments

CC : Board of Directorc, Steelworkers Oldtimers Foundation
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